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AIcpa American Institute of Certified Public Accountants
Supplementary Information on the 
Effects of Changing Prices
(This SAS should be read and applied in conjunction with Statement on 
Auditing Standards No. 27, Supplementary Information Required by the 
Financial Accounting Standards Board.)
1. FASB Statement No. 33, Financial Reporting and Changing 
Prices, requires certain public entities to present information on the 
effects of changing prices.1 I t  requires no changes in the basic finan­
cial statements; the required information is to be presented as sup­
plementary information in any published annual report that contains
lrrhe requirements of FASB Statement No. 33 apply to “public enterprises” that 
have either (a) inventories and property, plant, and equipment (before deduct­
ing accumulated depreciation) of more than $125 million or (b) total assets of 
more than $1 billion (after deducting accumulated depreciation). Public enter­
prise is defined in FASB Statement No. 33 as “a business enterprise (a) whose 
debt or equity securities are traded in a public market on a domestic stock 
exchange or in the domestic over-the-counter market (including securities 
quoted only locally or regionally) or (b) that is required to file financial state­
ments with the Securities and Exchange Commission. An enterprise is con­
sidered to be a public enterprise as soon as its financial statements are issued in 
preparation for the sale of any class of securities in a domestic market.”  This 
definition differs from the definition of public entity in SAS No. 26, Association 
With Financial Statements.
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2 Statement on Auditing Standards 
t he p r i m a r y financial s ta tements of t he e n t i t y . 2 T h e F A S B encourages 
n o n p u b l i c ent i t ies a n d ent i t ies t h a t do n o t m e e t t he size test t o p resent 
t h e i n f o r m a t i o n ca l l ed f o r b y t he s ta tement . 
2. I n f o r m a t i o n o n t he effects of c h a n g i n g pr ices o r d i n a r i l y is de -
v e l o p e d b y m a n a g e m e n t , us i ng assumpt ions a n d techn iques t h a t h a v e 
n o t y e t b e e n s t anda rd i zed a n d , thus , t h a t m a y d i f fe r f r o m c o m p a n y to 
c o m p a n y a n d f r o m year to year . T h e F A S B is e n c o u r a g i n g e x p e r i m e n -
t a t i o n w i t h i n the F A S B S ta temen t N o . 33 gu ide l ines a n d d e v e l o p m e n t 
o f n e w techn iques t h a t f i t t h e pa r t i cu l a r c i rcumstances of t he e n t i t y . 
A c c o r d i n g l y , F A S B S ta temen t N o . 33 p rov ides m o r e flexibility t h a n 
is c u s t o m a r y i n F A S B s ta tements . 
3. I n a p p l y i n g the p rocedures spec i f ied i n SAS N o . 27, t he aud i to r ' s 
i nqu i r i es of m a n a g e m e n t s h o u l d be d i r e c t e d to , a m o n g o ther t h i ngs , 
t h e j u d g m e n t s m a d e c o n c e r n i n g measu remen t a n d p resen ta t i on a n d , 
a c c o r d i n g l y , shou ld i n c l u d e 
a. T h e sources of i n f o r m a t i o n p resen ted fo r t h e latest fiscal year a n d 
f o r t h e five mos t recen t fiscal years, the fac tors cons ide red i n t he 
se lec t ion of such sources, a n d t he appropr ia teness o f t he i r a p p l i -
ca t i on i n t he c i rcumstances . 
b. T h e assumpt ions a n d j u d g m e n t s m a d e i n ca l cu l a t i ng cons tan t 
do l l a r a n d cu r ren t cost amoun ts ( s u c h as t h e m e t h o d s a n d t i m i n g 
o f acqu i s i t i on a n d r e t i r e m e n t o f assets a n d t he c lass i f icat ion o f 
assets a n d l iab i l i t i es as e i t he r m o n e t a r y or n o n m o n e t a r y ) . 
0. T h e n e e d to reduce t h e measurements o f i n v e n t o r y a n d o f p r o p -
e r t y , p l a n t , a n d e q u i p m e n t f r o m ( 1 ) h i s t o r i c a l c o s t / c o n s t a n t 
do l l a r amoun ts or ( 2 ) c u r r e n t cost amoun ts to l o w e r recove rab le 
a m o u n t s a n d , i f r e d u c t i o n is necessary, t he reason f o r se lec t ing 
t h e m e t h o d used to es t imate t h e recove rab le a m o u n t a n d t he 
appropr ia teness o f t he a p p l i c a t i o n o f t h a t m e t h o d . 
4 . F A S B S ta temen t N o . 33 also requ i res ent i t ies to p r o v i d e , i n t h e i r 
f i nanc ia l repor t s , exp lanat ions o f t he i n f o r m a t i o n d isc losed i n acco rd -
2 F A S B Statement No. S3 is effective for fiscal years ending on or after December 
2 5 , 1 9 7 9 . However, initial presentation of current cost information may be 
postponed to the first annual report for a year ending on or after December 2 5 , 
1 9 8 0 . The FASB has issued an exposure draft of a proposed statement titled 
Financial Reporting and Changing Prices: Specialized Assets, a supplement to 
F A S B Statement No. 33 . The AICPA Auditing Standards Board will consider 
whether additional guidance may be needed with respect to the information 
contemplated by the exposure draft. 
Supplementary Information on the Effects of Changing Prices 3 
ance w i t h t h a t s ta tement a n d discussions o f its s ign i f i cance i n the c i r -
cumstances o f t h e en t i t y . I t also encourages en t i t ies t o p r o v i d e 
a d d i t i o n a l i n f o r m a t i o n to h e l p users o f financial repor ts u n d e r s t a n d 
the effects o f c h a n g i n g pr ices o n t he ac t iv i t ies o f t h e en t i t y . T h e 
aud i t o r s h o u l d r e a d such n a r r a t i v e exp lanat ions a n d discussions a n d 
compare t h e m w i t h the a u d i t e d financial s ta tements a n d the re la ted 
r e q u i r e d s u p p l e m e n t a r y i n f o r m a t i o n on t h e effects of c h a n g i n g pr ices. 
I f t he a u d i t o r conc ludes, a f ter d iscuss ing t he m a t t e r w i t h the c l ien t , 
t h a t the na r ra t i ve (a) is m a t e r i a l l y incons is ten t w i t h e i ther t he 
a u d i t e d f i nanc ia l s ta tements or t he o ther s u p p l e m e n t a r y i n f o r m a t i o n 
or ( b) conta ins a m a t e r i a l m iss ta temen t o f fac t , he s h o u l d expand his 
r e p o r t o n t h e a u d i t e d financial s ta tements t o descr ibe t h e n a t u r e o f 
t he incons is tency or m iss ta temen t . 
T h e S ta temen t e n t i t l e d Supplementary Information on the Effects 
of Changing Prices was a d o p t e d u n a n i m o u s l y b y t he fifteen members 
of t he b o a r d . 
Note: Statements on Auditing Standards are issued by the Auditing Standards 
Board, the senior technical body of the Institute designated to issue pro-
nouncements on auditing matters. Rule 202 of the Institute's Code of Profes-
sional Ethics requires adherence to the applicable generally accepted auditing 
standards promulgated by the Institute. It recognizes Statements on Auditing 
Standards as interpretations of generally accepted auditing standards and 
requires that members be prepared to justify departures from such Statements. 
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